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Title: Enterprise and deprived areas: What’s the relationship?

Objectives: This paper examines enterprise and its propensity to reduce the impact of area deprivation. The paper asks how the former can cure the latter and questions why enterprise and entrepreneurship policies are targeted at communities in areas of multiple deprivation.

Prior Work: There exists a vast index of literature on the success factors required for entrepreneurship to bring for instance, an increase in innovation, employment, productivity and economic growth. In spite of this accepted knowledge there has developed an increasing belief that deprived areas can be turned around with more start-ups and entrepreneurial activity. It has also been argued that start-up rates in deprived areas are exceptionally low and in some way this concurs with the volume of studies highlighting the plight of residents of multiple deprivation areas. Enterprise policies aimed at deprived areas therefore appear to be a stimulant to try to alleviate the economic and social burden in these communities.

Approach: A qualitative approach is adopted, focused on Merseyside – a designated Objective I sub-region – and a series of semi-structured recorded interviews with a wide range of policy makers and practitioners and other interest groups undertaken.

Results: The paper presents contrasting discourses on why and how enterprise, entrepreneurship and deprivation become associated.  Initial interpretation would suggest that those involved in supporting enterprise in deprived areas believe they are making entrepreneurship an option for significantly more individuals, although tend to display uncertainty when enterprise is presented as a means of reducing social exclusion.

Implications: For enterprise policies to be effective and efficiently implemented there needs to be a clarification of objectives. Without continuous critical reflection enterprise promotion will continue to be used to excuse failings currently outside the control of most deprived communities. The vagueness of whether enterprise support is warranted to help achieve social and economic inclusion may well be contradictory to the pursuit of economic growth and innovation.

Value: The originality of this paper lies in the proposition of simple questions concerning why ‘push’ enterprise policy onto certain selected communities and how we know this is beneficial.
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1. Introduction
There continues to be a great deal of faith from policy makers put into the concept that promoting entrepreneurship, small business formation and self employment will have many and varied positive effects on for instance the European and national economy, the desire for increased innovation, raising productivity and of course an increase in employment and a reduction of long term welfare support (SEU 2001, EC Facing the Challenge Nov 2004, SBS 2004, Williams 2004). These have been popular beliefs for over thirty years (Bolton Report 1971, SITF 2003). More recently, entrepreneurship has gained a new and additional expectation and that is as an answer to social exclusion through business led regeneration of deprived areas (CASE 1999, PAT3 1999, ODPM SEU Sept 004, SITF 2003, HM Treasury March 2005). This paper is based on an exploration of the validity and actuality of this additional expectation. 

As part of a larger study on enterprise and deprivation we conducted a series of qualitative interviews with those directly tasked with enabling enterprise formation in deprived areas in Merseyside. As Merseyside is a designated Objective One sub-region we are persuaded that policies and initiatives that attempt to combat deprivation through enterprise promotion would give an accurate reflection of what could be duplicated elsewhere. We included representatives from the Regional Development Agency, local authorities, small business advisers from the private sector and public sector, and a limited number from social enterprise, small businesses and the voluntary sector. 

2. The link between enterprise and deprivation
The literature surrounding enterprise formation can be streamlined into many distinct but not exclusive strands. This is indicative of the complexity of associating enterprise and deprivation within particular geographies such as Merseyside. For this reason we choose to extract from the vast array of entrepreneurship, small business and self employment literature a limited number of proposed themes that appear to capture the main theoretical standpoints in such an association. These are entrepreneurship as an economic argument, and arguably what might be considered a polemic view; enterprise as a social argument.  Then there is the literature surrounding poverty and deprivation for which entrepreneurship has been proposed as a possible solution.  Note also our crude interchangeable use of the terms ‘enterprise’ and ‘entrepreneurship’.  Although theoretically these are not the same, in operational terms they tend to focus on a desired output or set of outcomes pursued in a policy that associates enterprise with deprivation (cf. Lovering 1999, Johnson 2005, Blackburn & Ram 2006).

2.1 Enterprise as an economic benefit
Entrepreneurship is increasingly portrayed as a significant contributor to the UK and European economic standing through growth and generators of new jobs. The Kok Report (Nov 2004) states that: 

	“increasingly new firms and SMEs are the major sources of growth and new jobs. 	Entrepreneurship is thus a vocation of fundamental importance” 														               (p28) 

Entrepreneurship and small business has consequently enjoyed something of a meteoric rise in interest over a relatively short period of history due to as Gilbert et al (2004) explain the shift in emphasis from large business power and capital accumulation to knowledge and flexibility being more valuable. They argue that entrepreneurship is “the most essential instrument for economic growth”. Thurik & Wennekers, (2004) identify the sequential stages of policy reactions in the EU compared to the US approach of developing entrepreneurship as firstly denial, then recognition of its importance to the economy followed by envy resulting in consensus and finally attainment. They assert that the traditional role of government was to constrain the power of large corporations which were believed to threaten democracy but in an entrepreneurial economy government’s role is to facilitate through education, skills improvement and removing barriers to firm creation. How they perform these new roles is firstly to decide whether to intervene or allow the market to provide for itself. Opinions on the intervention versus laissez faire strategies have circulated and been argued for decades (Balkin 1989, Storey 1994, Hanley & O’Gorman 2004, Potter 2005). Endorsement of entrepreneurship policy intervention are put forward because of identified market failures in finance, premises and training that are necessary to maximise small business capacity (Potter 2005). Storey (1994) warrants targeting the accepted minor percentage of small firms that have growth potential at the expense of generating volumes of new businesses. This is a distinctive point.  It provides the basis for the argument that public support should be directed towards primarily, if not exclusively high growth potential businesses that are able to contribute significantly to a nation’s economy (Vivarelli 2004, Segal et al 2005, Wong et al 2005).

The idea of ‘chasing winners’ is complicated by an apparent relationship between entrepreneurship with innovation, employment growth and an increase in productivity (Kalantardis & Pheby 1999, Henley 2004, Fritsch & Mueller 2004, Johnson 2005, Bosma 2004, Wong et al 2005). Using GEM data Wong et al (2005) explored the impact of entrepreneurship in conjunction with innovation, on macro level economic growth. The researchers test the concept that new firm creation and innovation are natural aspects of entrepreneurship with both acting as determinants of economic growth. Their results show that entrepreneurship only increases economic prosperity if a very limited set of variables are in place and that innovation should not be linked with entrepreneurship automatically. By justifiably separating necessity entrepreneurial activity, that is those starting a business as a last resort to avoid unemployment, and opportunity entrepreneurial activity, where genuine openings have been identified and pursued by starting a business around the opening, results show startling differences on economic contribution (Henley 2002, Williams 2004, Anderson 2000, Georellis et al 2005). This point would tend to be a counter argument against those who believe that higher numbers of start-ups can stimulate economic growth, and therefore address matters of deprivation. Furthermore, high growth innovative enterprises who contribute significantly to a nation’s economy may not necessarily lead to high levels of employment in those businesses. In contrast, Bosma et al (2004) argue that those entrepreneurs with previous experience of being an employee tend to generate more employment.

The willingness of policymakers to invest in identifying winning components of entrepreneurship is understandable. Serial and portfolio entrepreneurs have also become a popular focus with some researchers concluding that policies targeting support at businesses but not at the entrepreneur are flawed (Westhead et al 2005, Carter & Ram 2003). Indeed, a major obstacle to developing an entrepreneurial culture is the stigmatism of failure that exists in Europe for potential and struggling business owners. 

	“Entrepreneurialism implies by definition taking risks and despite evidence that 	entrepreneurs learn from failure and avoid repeating the same 	mistakes in further 	ventures, customers and financiers are reticent to be involved and place orders. Honest 	bankruptcy still carries too many severe legal and social consequences. If more 	entrepreneurial activity is to be promoted, a radical shift is required.”                                                     
						                              The Kok Report (Nov 2004 p 30)

Feedback from learning about failure, it is suggested, allows entrepreneurs (rather than enterprises) to learn and adapt strategies and behaviour to avoid failure at some future point.  In addition, skill, experience, education and sector networks are frequently raised as the significant elements to business success and therefore growth in economic prosperity(cf. While et al 2004, Farlie 2005, Rosti & Chelli 2005, van Praag 2003).

Many authors display dissatisfaction with the quantitative approach used to validate the volume of new business start-ups over and above the quality of start-ups (Storey 1994, Wong 1997, Curran et al 2000, While et al 2004). Johnson (2005) draws out the weaknesses of targeting increases in firm births as a means of improving the economic landscape of all regions but particularly for industrially depressed areas. This is argued to be a significant problem for policymakers at regional level whereas central governments approach to stimulating new businesses in areas suffering from various forms of disadvantage appears more like a ‘last resort’ policy than an entrepreneurship policy. Wong (1997) states that identities are a significant consideration of local economic development (LED) strategies. Localities and regions compete both nationally and internationally so must establish an attractive ‘brand’. 

In the context of this paper, the North West is recognised (branded) as having suffered serious deterioration following industrial decline that has resulted in high levels of unemployment and low educational achievement amongst other things. Wong (1997) argues therefore that ambitious policies focused on investing in high-tech firms are unlikely to ‘fit’ with the local skills and knowledge base. This leads directly to the obligations of government to generate economic conditions that make business and consequently jobs available. Certainly in Merseyside we see a high level of direct public sector employment. Bailey (2006) questions whether employment or self-employment is the solution to economic fitness as it is so frequently portrayed to be. He notes that there is:

“an implied obligation on the state to ensure that there is work available for those that want it, although governments have been keener to stress the reciprocal obligation that those able to work should do so.”  
									                       (p. 166)

In this sense entrepreneurship is offered as a prescription, in fact as a universal remedy, to problems that have at their core root, as many social as economic facets.  Bailey states:


	“In terms of social policy, our findings should serve to caution policymakers who 	advocate entrepreneurialism as a simple economic panacea. We find these policy 	schemas of relatively limited merit, since self-employment today often no longer employ 	others nor does it always involve individuals who likely even aspire to developing firms 	into large-scale enterprises.”                                                                           (p 453)

There is also some confusion as to how long new business start-up policies take to have their desired effect in terms of growing overall levels of employment. Fritsch & Mueller (2004) investigated the time a new business takes to impact on regional employment change in response to the widely held belief that more small businesses equal more jobs created. They found that a period of eight years has to pass before positive results can be seen. In fact, the employment effect in the first six or seven years after market entry may well be negative echoing Storey’s (1994) findings that displacement can occur and business stock can remain fragile as an outcome of public subsidy for new firm start-up. 

2.2 Enterprise as a social benefit
In the previous section we underlined how entrepreneurship policy has an economic rationale based on the notion of market failure and is required to enable the universal development of the small business sector. In this section we look deeper into how enterprise has become a hybrid term for not only economic objectives but increasingly for meeting social objectives. This is seen unquestioningly in the Dti (2004) Government Action Plan for Small Business report where, of the seven areas to receive attention ‘more enterprise in disadvantaged communities’ is positioned alongside ‘developing an enterprise culture’.  An objective of this is to reform the current small business sector and therefore to increase the volume of enterprises in areas of deprivation. 

The not quite joined up yet thinking of government can be seen in a recent Social Exclusion Unit’s report (SEU, 2004).  Here it is argued, in a somewhat Weberian sense, that the reason for the rise in income disparity is the collapse of the historic class structure from a three tier system of working, middle and upper class, which has evolved into a two tier system of those who have a living income and those who have not.  This Americanised view of a polarised UK society is estimated to cost some £30.7 billion annually in benefits and the source of an increasing productivity gap between the UK and the rest of the world. 

A further report this time from the Small Business Service sets out to examine the ‘problem’ of the informal economy. The report focuses on the entrepreneurial element of this hidden stratum, that is: micro entrepreneurs using the informal economy to get going and established small businesses using the informal economy to get by continuously. At best it appears to be an admission that so far no one can even assess let alone control the informal economy.  As Williams (2005) insists, the treatment and public perception of the activities and motivations of the informal economy are seriously misrepresented.  There remains some difficulty in how the informal economy is theorised, as Williams & Windebank (2001, p.128) note in their analysis, with some attention paid to the difference between wealthier and poorer communities:

“in affluent suburbs, suppliers and consumers of paid informal work use it mostly for unadulterated reasons and this work directly competes with formal employment.  In deprived urban neighbourhoods, however paid informal work is mostly conducted for family, neighbours and friends for redistributive and community-building reasons.”

So while this suggests different motivations can be found behind the reasons for informal work – distinct between geographies – the public policy view is that the informal economy is a hindrance to development. Williams suggests an ‘amnesty’ so as to capture the entrepreneurial potential of participants.  If this could be harnessed to a level, where on reaching stability, some form of economic and legal status can be available then this would be preferable to demonising extra-legal entrepreneurs (Grabiner Report 2000, STREET UK 2004, CESI 2005). This is perhaps less of a policy overlap and more a direct policy contradiction.  

Further evidence of using entrepreneurship and enterprise formation as a vehicle for social improvement can be seen in a report by the SEU (2001). It explains why it matters to address neighbourhood renewal and continue to tackle deep rooted problems but it is economically presented through calculating the cost to the taxpayer. Business led regeneration has been a theme of the Office of the Deputy Prime Minister often highlighting the policy overlay that has taken place, even citing the Enterprise Zones of the 1980s as evidence that inequalities not only persist, but have worsened (ODPM 2004).  The SEU (2001) identified poor core public services such as health and education as significant barriers to improvement in neighbourhood renewal but in a last resort the formation of Community Chests, the Community Empowerment Fund, the Community Development Venture Fund and the Phoenix Fund to name but a few have all been transferred from their original US context and created in the UK to push enterprise as a response to deprivation. 

The expectation that encouraging small business start-ups in deprived areas will eradicate social exclusion has not gone unchallenged. Much of the current trend for repackaging entrepreneurship as a solution to regeneration issues has been quick to find favour because it allows for a ‘solve it yourself’ bootstraps approach to generations of intervention failures from central and local policymakers (Southern 2001, Blackburn & Ram 2006). Decisions and innumerable last resort schemes have been hastily rolled out without due consideration of their management and applicability but are high profile opportunities to be seen to be doing something (Balkin 1989, Southern 2001, Blackburn & Ram 2006, Chatterton & Bradley 2000). North et al (2001) present equally negative findings indicating a ‘what’s in it for me?’ attitude from the business voice which adds weight to those who claim public interest schemes are hijacked as self interest opportunities. This has led to an idealised reaction to the vagaries of the private sector operating in deprived areas, through the promise of the voluntary and community sectors.

The governments’ agenda to address social exclusion through enterprise focuses too much on the private sector in areas where the market has failed.  The response is to put forward social enterprise and community ‘not-for-profit’ initiatives that, it is argued, can better succeed (Wilkinson & Palazon 2005, Sevron 1999, Arum & Muller 2004). If the policy objective is to increase levels of entrepreneurship universal then targeting deprived areas is a specific way of attempting this, albeit an approach with many limitations.  On the other hand, if the policy objective is to reduce poverty and social exclusion and to improve lives in deprived areas then there is little empirical evidence to suggest enterprise promotion has been successful (Piachaud 2002, Arum & Muller 2004, Bailey 2006, Sevron 1999, Levitas et al 2006). Attempts to promote entrepreneurship in deprived areas may actually encourage migration of those with the human capital, financial capital, and social capital required to start and run a business. Population outflow and business outflow may occur.  This cumulative causation would leave the deprived area even more deprived and generate ‘bonding’ of negative social capital that is said to escalate social deterioration in deprived areas (Piachaud 2002). Sevron (1999) in some sense echoing the views of Williams and Windebank (2001) in respect of informal work, draws on US data and puts forward the view that micro businesses should not be thought of in terms of contribution to economic development.  It is much more appropriate therefore to consider them as entities that lie closer to the social welfare end of the continuum than to the economic development end. 

2.3 Enterprise, poverty and deprivation
Government is frequently accused of delivering short term policies to satisfy unsustainable regeneration targets (Piachaud 2002, Evans & Eyre 2004, While et al 2004, Bailey 2006). The Policy Action Team or PAT 3 (1999) offered quite possibly the most comprehensive insight into the lack of frameworks for promoting enterprise in deprived communities in comparison to that which exists to aid businesses with high growth potential.  A good example of the rationale that lies behind policy comes from a recent report by the Social Exclusion Report.  This explicitly states that there is an “inevitable link between local wealth and business sustainability” (Social Exclusion Unit, 2004, p.97) and importantly, places this assumption in the context of low rates of self-employment in deprived areas and concentrations of worklessness.  This is played out in the policy arena in the formation of initiatives that link regeneration to enterprise, a good example of this being the Government pilot of the City Growth Strategy, an initiative explicitly based on Michael Porter's notion of increasing inner-city enterprise (Porter, 1995). Porter’s view was that the local state should shift its focus away from welfarism and towards a market-driven approach to attaining the competitive edge of inner city markets and living.  In England what the application of Poteresque logic has led to is the Local Enterprise Growth Initiative (LEGI).  The aim of LEGI is to support the most deprived parts of England through investing in greater levels of enterprise.  Suffice to say, in February 2006 the Government announced that fifteen local authorities had ‘won’ LEGI funding, to the value of £126 million over three years, to support ten such enterprise initiative schemes.  This association of enterprise and regeneration starkly demonstrates the double-edged social and economic potential of opposing forces at play.

Chatterton & Bradley (2000) have claimed that the Labour administration since 1997 has placed the causes of deprivation on the communities themselves and herald the belief that there is a defined behaviour of economically disadvantaged people individually and collectively (Hinz & Jungbauer-Gans 1999, Glennester et al 1999).  This pathological view of the persistence of poverty has antecedents that are to be found in the values ascribed to the New Right in the early 1970s. Furthermore, the SEU (2004) has stated that housing policy congregates the most disadvantaged together ignoring the affects of cumulative causation if not the housing policy ideology of the early 1980s.  Nevertheless, it is no accident that unemployed people living in areas of concentrated worklessness have much less contact with people who work, and that this in part, can cause negative attitudes to employment (Sevron 1999). The SEU also note that young people have the lowest aspirations.  Yet self employment as a response to unemployment or inactivity for disadvantaged labour market groups such as youth, women and ethnic minorities is repeatedly presented as the solution to worklessness (Glennerster et al 1999, Greene & Storey 2004, Abramson 2005, HM Treasury 2005, ODPM Feb 2003, SITF 2003, NWDA RES 2006). Others found that people living in areas of high unemployment are the least likely to enter self employment (Balkin 1989, Williams 2004) and of the few that do, little trickle down effect is likely.  Perhaps then, expecting micro size enterprises located in deprived areas to grow into larger businesses is an unrealistic expectation (Sevron 1999) although such a view may pander to the pathology associated with groups of people in certain designated neighbourhoods.

Hinz & Jungbauer-Gans (1999) compare the success factors of businesses started by the unemployed with those of employed founders. They state that programmes that provide financial support to unemployed people to start a business in the way of loans help overcome a major hurdle for founders but that long term unemployment shows a negative impact on business performance and employment growth. The authors endorse support programmes because they say it gives unemployed people a choice of self-employment as an option. They argue that the ‘unemployed’ should not be treated as a singular group and that diversity within the unemployed should be recognised.  Some will start a business while others will not. Failure rates were the same for employed founders and briefly unemployed founders. Bosma et al (2004) in their study found that support from a spouse reflects approximately 40% more earnings which could be taken to mean that (young) single business people and lone parents (of all ages) could suffer. Bailey (2006) writes that government penalise economically inactive people through numerous conditions attached to welfare benefit entitlement while in contrast, Levitas et al (2006) argue that employment actually creates social exclusion (STREET 2004, CESI 2005). In a report for the Joseph Rowntree Foundation (JRF 2004) poverty was identified as a major factor in restricting social mobility and in some cases social mobility was seen as a truly fictional ideal. Children, lone parents and disabled not surprisingly appear worst hit but the poverty trap is such that the movement from benefits into work fails to address, fundamentally, the complexity of deprivation.  Reiterating the earlier work of those such as Townsend, the Joseph Rowntree Foundation has recently shown how children born into poverty, rarely move out of it as they become adults creating generational poverty (JRF 2000, 2004, 2006). Again, it seems we are still to move forward substantially, the theories of poverty. This has not prevented enterprise formation being promoted as a solution to social exclusion.

3. Methods of investigation
The qualitative research for this paper was carried out over the months of June and July 2006.  Semi structured audio recorded interviews with seventeen individuals assigned with the task of promoting enterprise in deprived communities were held. All the interviewees were provided with a copy of the research brief and the questionnaire in advance so as to avoid any confusion and to generate fuller responses. Two of the seventeen were telephone interviews but were also recorded and fifteen were face to face.

All those that took part are active and experienced in regeneration and enterprise promotion. They included people working for the North West Development Agency, in social enterprises, in local authorities, private sector businesses, voluntary sector organisations, and small and medium business advisors.  While the focus was Merseyside, the people we spoke with were located in Halton, Toxteth, Wirral, Sefton, Knowlsey, St Helens, Kensington, Speke, Garstang and Liverpool City centre. Several of these areas have the nation’s highest concentrations of deprivation with frequent accounts of second and third generation worklessness.  What follows is an exploratory summary of how these actors perceive an association between enterprise and deprivation.  This is structured into a number of sub-sections that reflect the essence of the questions posed.

4. Enterprise and areas of deprivation
The previous section highlights many of the structural problems associated with poverty and which lay at the heart of why deprived areas have substantially lower levels of self employment and new business formation per head of population than more affluent areas.  In this section we continue to concentrate on the structural and institutional aspects of the association between deprivation and enterprise in looking at some of the views espoused during our investigation.  In some respects this approach leaves to the periphery aspects of entrepreneurialism and where we touch on those aspects that are more actor-centric such as role models, drive and ambition and need, it is through its emergence in the dialogue between researcher and researched.  Central government has publicised its desire to change that through numerous initiatives aimed at encouraging enterprise formation in areas of recognised deprivation and hardship. The numerical targets are set centrally but must be administered and implemented regionally and locally by, in Merseyside’s case numerous organisations in the public, private and third sectors. 

4.1 Barriers or less entrepreneurial?
When asked to identify barriers to greater levels of enterprise for people living in deprived areas an overwhelming number said that intangible aspects of “opportunity” and “self esteem” were the greatest barriers coupled with “cultural restrictions” and a “dependency culture”. Religion and perceived prejudices were also held to restrict people’s ability to set up a small business. The more tangible responses were unsurprisingly “finance in the form of grants and loans”, “premises” “access to local guidance provision” and “people with empathy and knowledge”. Under scrutiny these suggested barriers may be equally applicable to the whole of society so we enquired if people in deprived areas were simply less entrepreneurial. Without exception, everyone who took part in this research vehemently rejected the proposition that people in deprived communities are any less entrepreneurial than the rest of society giving explanations of how one has to be entrepreneurial to survive under those conditions and how deprived communities are in fact substantially more entrepreneurial but just not formalised into the mainstream economy. Several people challenged the terminology stating that “they’re more entrepreneurial but it’s not enterprise and formal business; more ducking and diving to make ends meet”.  The statistics were argued not to be a true reflection of the ground level widespread entrepreneurial activity because they rely on VAT registrations as a mark of success which was presented as erroneous and misleading. 

4.2 Engaging the most socially excluded
When asked if the most socially excluded groups could be engaged in enterprise formation there was a mixture of responses. Talking about women it was contested that “it’s not only realistic, it’s imperative” although the youth group was not thought to be equally significant by some. Others including ethnic minorities and refugees were believed to be actively engaged “bringing a can-do approach” through necessity because wage job opportunities were harder for them to secure. Many interviewees had their own suggestions about who are the most socially excluded and included ex-offenders, disabled, retired, women, BMEs and mental health sufferers but one in particular suggested that “the most excluded is white, male, and in their prime of working life”. As for whether a blanket inclusion objective was achievable there was about a fifty – fifty split as to whether everyone should be given a chance or only the successful businesses should be captured. Silver entrepreneurs and female entrepreneurs were believed to create the most sustainable enterprise but teens “setting up in the back bedroom had just as much right to help as anyone else, especially if they come from a long line of worklessness over generations”. 

4.3 What is needed to stimulate enterprises in deprived areas and what have resources already dedicated shown so far?
One interviewee insisted on supporting all businesses through grants and subsidised consultancy services claiming that “for every 100 businesses started, 4 will be gazelles”. This approach however could be used to question the cost of sacrificing the 96 that do not become gazelles and the implications of rehabilitating those founders will have on contributing to the local business environment both economically and socially. It could be argued that those 4 winners or “gazelles” would likely have succeeded without support. Clearly there was a multiplicity of interests at play throughout this research. One interviewee returned our question by asking “are the areas deprived because there is low numbers of enterprises, or is there low numbers of enterprise because the area is deprived?” 

Many of those taking part were dependant on continuation of publicly financed initiatives for their own survival whilst others were employed in borough wide economic regeneration, not specifically enterprise support. Only three people interviewed had designed programmes that included education, job training and pre-start enterprise support as well as ongoing support for fledgling enterprises. The remainder were very much start up focused so asked repeatedly for grants, local provision of advice, paid mentors and subsidised premises. When pressed on what had been achieved to date from all the schemes and initiatives in place, only negative replies of “very little”, “no visible improvements”, “not enough” and “it’s going to take more time” were put forward. Growth in employment; increases in enterprises and sustainability rates were not felt to have noticeably improved. Resources and bureaucracy were seen as the hurdles but poor results were too often blamed on others “re-inventing the wheel”.

4.4 What is the role of the private sector?
Expecting enterprise, which is for all intents and purposes, a private sector specialism to revitalise deprived communities is broadly led and financed by the public sector. When asked if the private sector had a role to play in developing communities interviewees were on the whole reluctant to accept that private business had any responsibility other than to provide jobs, act as paid advisors or consultants, share their expertise and mentoring ability or sit as Board members for social enterprise and voluntary organisations. The RDA was most conscious of the private sector role through inward investment potential and as key advisors on where targeting would be most effective so a partnership has it seems evolved at higher levels and in some cases at borough level. One spoke of working with private sector businesses to establish training and skills requirements to secure jobs didn’t leak out of the area but the majority of front line enterprise support providers felt the role of the private sector was complimentary as oppose to primary.

4.5 Any evidence of harm by targeting deprived communities to increase enterprise stock?
Opinions on this one were split down the middle depending on whether people had an economic or a social motivation for their involvement. Accepting that there was potential to cause harm in communities already burdened with difficult circumstances responses included; “Yes, there is some”. “It enforces the dependency culture by offering grants”. “They get into a different form of benefit trap because they have to work really long hours to make any money”. “Unfortunately yes, and it is something we are aware of but the targets are the targets”. “Yes some, but not enough reasons not to aim for more enterprise”. These were all comments made about the possibility of harmful effects of pushing enterprise onto deprived communities although no one was prepared to accept the term pushing, instead using words like promoting, enabling, developing and facilitating. The opposing responses included “No, they start to see business ownership as an option”. “Self employment can lead to self improvement”. “It creates hope for others in the community when they see one person does well from their business”. “The only way is up when you’re down there”. “No, disadvantaged entrepreneurs invest back into the community that made them” “Lower exit costs, so they can walk away easier if it’s not working out”. 

4.6 Last resort or not and what about business failure rates and sustainability?
It has often been argued that necessity entrepreneurs are less successful than the much acclaimed opportunity entrepreneurs. With notably higher levels of worklessness and low paid workers congregated in deprived communities residents are pushed or pulled into enterprise formation and the way business failure is treated contradicts the motives behind these initiatives by intensifying hardship on those that try very hard, but still falter. When put to interviewees some responded positively saying “necessity entrepreneurs do make it too sometimes”. “People who have tried really hard to find a job realise their only option is to become self employed”. “There is increasing pressure on them to ‘do something’ so they may try it out for a while” (self employment). 

Others were certain that a last resort mentality was no more applicable in deprived communities than elsewhere saying “No, it’s the same everywhere. Some people will start businesses, others won’t”. “No, entrepreneurs are out there, we just need to keep looking in new places to find the good ones”. “If someone loses their job it can be a trigger to set up on their own as an alternative, not a last resort.” 

Treatment of ‘failure’ of a business in the UK received unequivocal criticism from all interviewees on the way it is demonised but the suggestion that business closures might be more likely in deprived areas than elsewhere were not agreed with because amongst other things it was said that “failure rates are numerical and internationally similar. Area bares no significance” and “if they are undercapitalised then yes” but “not if the support is made available after start up to expect at least a few failures till they reach the top”. It was put forward that for a business to fail in a deprived area was less damaging to the founder because “they hadn’t risked their home on it” and they could return to the community relatively unscathed whereas other businesses “had to maintain an established lifestyle after the business had gone under”. As for sustainability it surfaced of much less of a concern for all those not accountable for economic regeneration but for those that were, it was of more significance than volumes of start-ups.

5. Summary, not conclusion
As yet, there is little to conclude in terms of better comprehending how and why enterprise should be pursued as it is, in areas of deprivation. However we make three summary points.

First, we asked some very simple questions to help understand the role of central government.  On the one hand policy appears to ‘chase winners’ while at the same time it appears, to use the same language, to ‘chase losers’.  While this is confusing it is at least egalitarian!  Behind this the economic imperative of the need for a dynamic business environment remains unchallenged and the RDAs are driven to create competitive regions for this purpose.  For some local authorities, they are tasked with combating decades of decline and deprivation in their areas, and are unable to dismiss what might be termed as their social responsibilities so readily.  The association between enterprise and deprivation leads to policy with a split personality; economic and social.  

It is by no means the first such policy and this leads to our second point.  It would seem that the practice espoused to support building a successful business has become secondary in those places where enterprise is seen as a means of tackling social problems because previous initiatives have failed. Additionally, the relationship between enterprise and deprived areas could be seen more as a placebo rather than a cure. Pushing enterprise onto deprived areas has failed to achieve its objectives yet it continues to excuse government of its responsibilities to alleviate economic and social exclusion.

Third, the aim of this paper has been to critically examine the association of enterprise with deprivation.  We have focused on Merseyside, a designated Objective One sub-region, with identifiable areas of poverty that have persisted over decades.  As we have undertaken this research we have been aware of those aspects of entrepreneurialism that are often referred to as intrinsic, and which might be described as actor-centric.  We alluded to this at the beginning of section 4.  There is clearly a need to take on board the theories that lie behind the drive to begin a business in any location, whether affluent or deprived.  Issues of self-development, levels of education and general discussions on human capital (see for example De Clerq and Arenius, 2006) require serious attention.  It is our contention that while we have not been able to, for reasons of time and space, to look at these in detail, theoretically the way in which attributes of entrepreneurship are defined as ‘good’ in opposition to those characteristics seen as ‘bad’ that reinforce poverty can tend towards the pathological.  This however, remains to be debated.  There is still much to do to develop a better understanding of enterprise in areas of deprivation, not only to clarify the fuzziness of the language used to explain both poverty and business opportunity, but also to ascertain how we deal with a set of issues that are seemingly, both simultaneously economic and social.
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